
VIRGINIA:

BEPORE THE VIRGINIA GAS AND OIL BOARD

APPLICANTS:

RELIEF SOUGHT:

Coal Mountain Mining Company Limited )
Liability Partnership L.L.P.,f/k/a Coal )
Mountain Mining Company and as Coal )
Mountain Mining Trust (herein "Coal )
Mountain" ), and Yukon Pocahontas Coal )
Company (herein "Yukon") (Coal Mountain )
and Yukon sometimes collectively referred )
to as "Applicants" ) )

)
Issuance of an~Supplemental )
Order Amending Prior Orders Affecting )
W-30 Drilling Unit to Pmvidc: (I) for the )
Calculation of Those Funds the )
Unit Operator Dcpositcd into the Escmw )
Account for Tract 4 of the W-30 Drilling Unit; )
(2) to Provide to Apphcants a Royalty )
Accounting; )
(3) Disbursement to Coal Mountain and )
Yukon in Accordance with Their )
Agreement all Those Funds Deposited )
by the Unit Operator into the W-30 Escrow )
Subaccount for Tract 4 )

DOCKET NO.
VGOB 95-04/18-0502-04

Heertuu Date aud Place: This matter came on for final hearing before the Virginia Gas aqd Oil
Board (herein "Board") at 9:00 a.m. on January 16, 2000 at the Southwest Virginia Higher
Education Center on the campus ofVirginia Highlands Comnnmity College, Abingdon, VA.

Auuearauees: Mark Swsrtt of Swartz 4 Stump, L.C. appeared for Pocahontas Gas Partnership
(herein "Unit Operator"); and Sandra B.Riggs, Assistant Attorney General, was present to advise
the Board.

3.

wdd V

Jurssdleshm und Nntkei pursuant to Va. Code tjtj 45.1-361.1er seq., snd in particular Va Code

g 45.1-361.21and 45.1-361.22, the Board finds that it has jurisdiction over thc establiidjment

and maintenance of an escmw account with tract subaccounts for each of the coalbed methane gas
drilling units established by the Board thmugh its pooling orders, and that the Unit Operator is
rwluhud to deposit, as applicable, those funds specified in Va. Code tj 45.1-361.21.D.,l45.1-
361.22.A.2, 45.1-361.22%.3and 45.1-361.22.A.4 into the applicable escrow tract subaccounts.
Further, the Board finds that: (I) while it does not have jurisdiction to resolve conflicting cjaims
to the ownership of thc Coalbed Methane Gas produced by thc Unit Operator &om wells lobated
on Subject Drilling Unit, snd (2) while it does not have jurisdiction to interpret voluntary
agreements by and betwem the Gas owners/claimants and/or the Unit Operators or to abridge or
contravene the provisions of such agreemcnts, (3) pursuant to Va. Code ti 45.1-361.22.A.),the
Board does have jurisdiction and authority to disburse funds fiom thc Escmw Account pmvided
the Board bas been provided with (a) a final decision of a court of competent jurisdjpfion
adjudicating the ownership of coalbed mcthanc gas as between the conflicting claimants or (b) an
agrecemt among afi claimants owning conflicting estates in the tract in question or any undi

'nuuesttherein.



4.1.At thc Board hearing held on October 24, 1995, the Board granted the relief sought by
Pocahontas Gss Partnership in VGOB Docket 954418-0502 and 95<418-0502-01, and on
December 11, 1995 thc Board executed its order pooling all interests in the W-30 grilling
Unit located in the Oakwood Coalbed Methane Gas Fields I and II (herein "Subject Drilling
Un') in the Garden Magisteria District, Buchtman County, Virginia (herein "Subject
Lands" ) for the production of occluded natural gas produced fiom coalbeds and mck strata
associated therewith from free wells, short holes, unsealed gob, and any additional wells that
are authorized pursuant to Va. Code 8 45.1-361.20 (herein "Gas") in accordance with the
provisions of Va. Code 88 45.1-361.21 and 45.1-361.22 (herein "Pooling Order"). The
Pooling Order was filed with tbe Clerk of thc Circuit Court of Buchanan County on December
19, 1995 in Deed Book 444 at Page 16 and pooled all Gas interests in all coslbed and coal
seams below the Tiller Seam, including dmse portions of Consolidation Coal Company's
Buchanan ¹I Mine's 6 East Longwall Panel and 7 East Longwafi Panel underlying gbject
Drilling Unit (herein "Subject Formations" ) ail pursuant to: (I) thc permit prottisions
contained in Va. Code gtj 45.1-361.27er seq.; (b) the Oakwood Coalbed Gas Field I Order
No. OGCB 3-90 dated May 18, 1990; the Oakwood Coalbed Gas Field II Board OrdPr 91-
I I 19%162efFective as of December 17, 1992; (d) gji480-05-22.1 er seq., Gas and Oil Board
Reguisrions; and (e) H 48045-22.2 er scq., Virginia Gas and Oil Board Reguisrions, all as
amended fium time to time. The Board named PGP as the Unit Operator of thc W-30 Drilling
Unit. The Pooling Order was amended and supplemented by (I) the Board's Supp~tal
Order Regarding Elections executed on Septemlm 5, 1996 and filed on epteaalm 12, 1996
in Deed Book 453 Page 256 (herein "Supplemental OrdeP), (2) thc Board's Order in Docket
No. 954418%502-03 entered August 17, 1999 (herein "First Amended Supplemental
One)', and (3) the Board's Order in Docket 98-0418-050241 entcsud November 17, 2000
and Sled at Deed Book 515, Page 741 (herein "Second Amended Supplemental Only)r. By
letter dated November 21, 2000, the Board noticed the Applicants, the Unit Operator sttd the
Escrow Agent of its intention to hear this matter on December 19, 2000, ordered the Unit
Operator to file with the Board an accounting of funds placed on deposit in tbe escmw
subaccount for Tract 4 of the W-30 Drilling Unit, and ordered the Unit Operator snd the
Escmw Agent to reconcile their accountings with respect to same (herein "Accounting
Order" ).

4.2. As instructed by the Board through the Pooling Order and thc Supplemental Orders, the
Escmw Agent established the Escmw Account for Subject Drilling Unit (herein "Escrow
AccounP) with subaccounts for the escrowcd tracts therein. ~the Escrow Agent
periodically received fiom the Unit Operator for deposit into thc Escmw Account arid the
relevant subaccounts pmceeds which were designated by the Operator tbmugh its royalty
statements as being attributable to various tracts identified in the Exhibits E and EE to the
Second Amended Supplcmcntal Order and the attached Accounting.

4.3.Tbe Unit Operator has certified and rcpresentcd to the Board that:

(I) Coal Mountain is the sole owner of the coal estate underlying Tract 4 of the W-30
Drilling Unit,

(2) Yukon is the sole owner of oil snd gas estate underlying Tract 4 of thc W-30 Drifling
Unit;

'y the First Amended Supplcmcntal Order funds attributable to a 0.15-acre tracts designated as Tract 2
werc d'sburscd to Coal Mountain and Garden Realty Corp.i By the Second AmeuM Supplemental Order thc Unit Operator notified the Board that Applicants bad
cntcred into an agreement to split the escmwed funds attributable to the conflicting gas claims in Tract 4 of
Subject Drilling Unit.



(3) that together Coal Mountain and Yukon claim to have and own, in the aggtega)e, the
following Gas royalty interest in Subject Drilling Unit by virtue of their respective
ownership interests in Tract 4:

Tract ¹ Acres

59.33

Percent of Unit Funds On Deposit
As of 11/30/00

74.16250'/o $47,881.69

(4) that while at the time of the entry of thc Pooling Order, as amended, Coal Mountain and
Yulmn had conflicting claims of ownership in Tract 4, subscqucnt to tbe entry of the
Pooling Order, Coal Mountain and Yukon entered into a Split Agreement whereby Coal
Mountain and Yukon are each entitled to receive a sum equal to fifty percent (Sip/v) of
funds attributable to their interests, including, but not necessarily limited to such funds on
deposit in thc Tract 4 Escmw Subsccount.

4.4. In compliance with thc Accounting Order, PGP presented to the Board an accounting of funds
deposited into the Escmw Account, including those on deposit for Tract 4, with interest
accruing thereon and fccs charged to the Escmw Account together with a reconciliat(on of
PGR's records of Escrowed Funds to thc records of thc Escrow Agent, a copy of which
sccountmrg is attached hereto as Exhibit A (herein "Accounting" ).

S.l.Va Code 45.1-361.22.5provides:

The Board shall order payment ofprincipal and accrued interests, less escrow account fees,
from the escrow account to confiicn'ng claimants within thirty days ofreceipt ofnotification of
(i) a final decision ofa court ofcompetentfur/edict/on adjudicating the ownership ofcoclbed
methane gas as between them or (if) an agreeincnt among all claimants ownbtg confhcting
estates in the tract in question or any undtvtdedinterest therein. The amount to be paid to the
'onfltcring claimants shall be determined based on the percentage ofownership interest bf the
conflicn'ng claimants as shown in the operator's supplementalfiling made patt of the pooling
order that established the escrow accotmt, the operator 's records ofdeposit s attributable to
those tracts for which funds are being requested, and the records of the escrow accinmt for
the coalbed methane gas drilling unit. The interests ofany cotenants who have not entered
into an agreement shall remain in the escrow account.

5.2 Coal Mountain has entmed into a Split Ayecment with Yukon whereby they have agrtted to
split on a 50/50 basis royalties auributable to their respective conflicting claims to coalbed
methane gas, including but not limited to their conflicting claims to ownership of coitlbed
methane gas underlying Tract 4 of Subject Drilling Unit and their conflicting clauns to
bonuses and/or royalties deposited by thc Unit Operator in thc Escmw Account which are
attributable to said tract.

5.3 PGP bss represented to the Bomd thmugh the Accounting that as of November 30, 2000 the
funds set forth in Paragraphs 4.3(3) above are those funds on deposit in the Escmw Account
which are attributablc to Tract 4.

6. Regef Granted:

For the reasons set forth in Paragraph 4 and 5 above, and based upon the Accounting, the Escmw Agent is
ordered to disburse: (I) fifty percent (50'/v) of the funds attributable to the Tract 4 escmw subacount ort thc
date of disburscmcnt to Coal Mountain Mining Company Limited Partnership L.L.P. f/k/a Coal Mouhtain
Mining Company snd ss Coal Mountain Mining Tnmt, P. O. Box 675, Tazewell, VA 246S I; and (2) fifly
percent (5054) of the funds attributable to thc Tract 4 escmw subaccount on thc date of disbursement to
Yukon Pocahontas Coal Company, P. O. Box 187, Tazcwell, VA 24651. Further, the Supplembntal



Orders filed in this cause is hereby modified to delete the requirement that payments attributable to
Applicants'onflicting coalbed methane gas ownership interests in Tract 4 be deposited by PGP into the
Escrow Account. To the extent not specifically granted herein, any other or further relief is dcnietL

7. Conclusion:

Therefore, the requested relief and all tenne and pmvisions set forth above in Paragraph 6 above be
and hereby are granted and IT IS SO ORDERED.

Appeals of this Order are governed by the provisions of Va. Code tj 45.1-361.9which provides that

any order or decision of the Board may be appealed to thc appropriate circuit court and that whenever a
coal owner, coal operator, gas owner, gas operator, or operator of a gas storage fiel certificated by the
State Corporation Commission is a party in such action, the court shall hear such appeal de novo.

9. Effectiv Date: This Order shall be effective on thc date of its execution.

DONE AND EXECUTED this ~day of March, 2001, by a majority of the Virginia Gas and Oil
Board.

Bc' Wampfer

OOMIRROPBRPORMBOII'9d y fM R,RMI.by OM fb' M.

RMPWilson
Principal Executive to thc Staff
Virginia Gas and Oil Board

COMMONWEALTH OF VIRGINIA )
COUNTY OF WISE )

Acknowledged on this ~~ day of March, 2001, personally before me a notary public in and
for the Commonwealth of Virginia, appeared Benny IL Wampler, being duly sworn did dcposc snd say that

he is Chairman of the Virginia Gas and Oil Board, that he executed the same and was authorized to do so.

+Susan G. Ganctt
Notary Public

My Commission exphcs: July 31,2002
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